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The commission on minimum wages (Comision Nacional del Salario Minimo (CNSM) comprising
representatives of government, business, and labor set the minimum-wage increase for 2001 at only
between 6.5% and 8.9%, depending on the region. The smallest increase is identical to the 6.5%
annual inflation rate targeted by President Vicente Fox Quesdada for 2001.
The minimum wage in 2001 will be raised to 40.35 pesos (US$4.08) per day in Region A, which
includes the Mexico City metropolitan area, the states of Baja California, Baja California Sur, and
the cities of Acapulco, Ciudad Juarez, Nogales, Matamoros, and Coatzacoalcos. In Region B, which
includes most northern states, the minimum wage was set at 37.95 pesos (US$3.84) per day. Workers
in Region C, which includes much of central and southern Mexico, will be receiving a minimum
wage of 35.85 pesos (US$3.63) per day.

Small increase will not reduce poverty
As expected, the very small increase in the minimum wage attracted strong protests from labor
unions, politicians, and church leaders who said the almost insignificant raise of close to 25 centavos
(US$0.025) will not improve conditions for the poorest Mexicans.
Some labor organizations accused Fox of reneging on his campaign promise to enact policies that
would truly improve wages for Mexican workers. Instead, they said, Fox has merely followed the
policies of his two predecessors from the Partido Revolucionario Institucional (PRI). "This is a
government that promised change but has failed to propose new policies," said Rodolfo Gonzalez,
a leader with the Confederacion Regional de Obreros Mexicanos (CROM). Labor leaders said the
increase is especially insignificant given the constant deterioration in the purchasing power of
workers in the past several years.
Some estimates indicate the purchasing power of Mexicans declined by 22% during the six-year
term of former President Ernesto Zedillo and by 60% during the past 20 years. "The increase should
have been at least 12%," said Jaime Luis Gonzalez Navarro, secretary-general of the Federacion de
Sindicatos de Empresas de Bienes y Servicios (FESEBES). "Instead, they only threw us a crumb."
A recent study by the Universidad Obrera de Mexico (UOM) said the minimum wage would have
to increase by more than 387% to give workers sufficient income to acquire the basic nutritional
necessities. "The existing minimum wage cannot satisfy the nutritional needs in calories and protein
for a family of five," said the study, released in October of last year.
Labor Secretary Carlos Abascal Carranza acknowledged that the purchasing power of Mexican
workers had deteriorated for almost three decades, but he said this problem could not be corrected
with a single salary increase. "We will not make any populist decisions," said Abascal. Abascal
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also said nothing stops employers from offering wage increases that were higher than the rate
approved by the commission. "The increases do not have to be limited to those defined by the
CNSM," said Abascal. "Each company is free to make its own revisions, incorporating such factors
as productivity."
The commission approved the small increase despite strong pressure from the three major political
parties, including some members of Fox's center-right Partido Accion Nacional (PAN), to take
steps to boost the purchasing power of Mexican workers. Sen. Dulce Maria Sauri Riancho, who
is also president of the PRI, criticized Fox for following the policies of his three PRI predecessors
who sought to control inflation by keeping worker salaries low. "This is unacceptable," Sauri told
reporters.
The PRI and its long-term ally, the Confederacion de Trabajadores de Mexico (CTM), had initially
pushed for an increase of 25% in the minimum wage for 2001. After the CNSM approved the 6.5%
rate, CTM leader Leonardo Rodriguez Alcaine urged all workers to reject any raises that were less
than 12%.

Proposed tax on food, medicine would further hurt workers
The purchasing power of workers is expected to be strained further this year by the president's
proposal to begin imposing a value-added tax (impuesto al valor agregado, IVA) on food and
medicines. The tax is intended to boost government coffers, particularly in light of the decision
of Congress to add 22 billion pesos (US$2.2 billion) to the budget proposed by Fox in 2001 (see
SourceMex, 2001-01-10).
Fox was expected to send a tax-reform initiative, including the new IVA, to Congress sometime in
late January. But the PRI and the center-left Partido de la Revolucion Democratica (PRD), which
have banded together on this issue, have sufficient votes to defeat the measure in both the Chamber
of Deputies and the Senate. "It would be cruel to levy the new taxes on [low-income] persons who
barely have enough to eat," said PRI Sen. Humberto Roque Villanueva, who heads the commerce
committee (Comision de Comercio y Fomento Industrial) in the upper house. Some retailers oppose
the IVA increase because it could force low-income consumers to reduce their purchases of food and
medicines.
Yamil Hallal, president of the Confederacion de Camaras Nacionales de Comercio (CONCANACO),
appealed to Fox to reconsider the proposal. "With the purchasing power already low...this is a step
that we must carefully reassess," said Hallal, who raised concerns about increases in costs of basic
foodstuffs like beans in the first weeks of the year. Government not likely to meet inflation target for
2001 Additionally, Fox may encounter difficulties meeting his target of a 6.5% inflation rate, which
could further hamper the purchasing power of workers.
Some analysts say the increase in the IVA, along with other factors, could drive inflation above
the president's target to 7.5% or higher. "We're going to see inflation come down this year, but I
think it will be difficult to make 6.5%," said Ignacio Trigueros, director of the Centro de Analysis e
Investigacion Economica (CAIE). CAIE has forecast inflation at 7.5% to 8% for 2001. A joint forecast
from the Instituto Tecnologico Autonomo de Mexico (ITAM) and Grupo de Economistas Asociados
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(GEA) suggests the increase in the IVA, plus other factors, could boost inflation as high as 14% in
2001.
Analysts said last year's relatively low inflation rate resulted in large part from the strength of the
Mexican peso versus the US dollar. The peso is expected to weaken some in 2001, which should
contribute to increases in consumer prices during the year. "Lower global oil prices and a decline in
the US economy this year will result in lower earnings for our country, which in turn will pressure
the exchange rate," said analyst Eduardo Avila of Casa de Bolsa Interacciones.

Annual inflation reaches 8.96% in 2000
The projections for higher-than-anticipated annual inflation in 2001 would break the trend in
recent years, when the government met or surpassed its annual targets for consumer prices. The
government had projected a 10% annual inflation rate for 2000, but the actual rate reported by the
Banco de Mexico (central bank) was only 8.96%. Annual inflation in 1999 was reported at 12.32%,
almost 0.70 of a point below the government's target (see SourceMex, 2000-01-12). A lower-thananticipated consumer price index (Indice de Precios al Consumidor, INPC) of 1.08% for December
contributed to the relatively low annual rate in 2000, the Banco de Mexico (central bank) said in its
monthly report published Jan. 10.
The bank said the small increase in the December INPC was caused in part by higher prices for
some food items like tomatoes, lemons, chile peppers, soft drinks, and poultry. Still, the central bank
said the index for the basic basket of consumer goods rose only 0.78% during December, the lowest
for the last month of the year since 1993. [Note: Peso-dollar conversions in this article are based
on the Interbank rate in effect on Jan. 17, reported at 9.87 pesos per US$1.00] (Sources: Associated
Press, 12/22/00; Reforma, 12/22/00, 12/28/00, 01/10/01; Reuters, 01/09/01, 01/10/01; El Economista,
12/13/00, 01/08/01, 01/09/01, 01/10/01, 01/12/01; Excelsior, 12/20/00, 12/21/00, 01/06/01, 01/08/01,
01/09/01, 01/10/01, 01/12/01; The News, 01/12/01; CNI en Linea, 12/12/00, 12/13/00, 01/07/01, 01/16/00;
Novedades, 12/13/00, 01/08/01, 01/10/01, 01/11/01, 01/16/01; El Universal, 12/23/00, 12/24/00, 01/09/01,
01/10/01, 01/12/01, 01/17/01; El Financiero, 01/06/01, 01/10/01, 01/17/01; La Jornada, 01/11/01,
01/12/01, 01/15-17/01)
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